BANK POLICY INSTITUTE

August 12, 2022

Via Electronic Mail

Federal Deposit Insurance Corporation
550 17th Street, NW
Washington D.C. 20429

Board of Governors of the Federal Reserve System
20th Street and Constitution Avenue, NW
Washington, D.C. 20551

Office of the Comptroller of the Currency

400 7th Street, SW, Suite 3E-218
Washington, D.C. 20219

Re: Reporting of Notional Pool Balances on Schedule RC-O of the Call Reports

To Whom it May Concern:

The Bank Policy Institute? is writing to provide background information to the Federal Deposit
Insurance Corporation, the Board of Governors of the Federal Reserve System, and the Office of the
Comptroller of the Currency regarding the reporting of the balances of notional pooling products in
Schedule RC-O of the Consolidated Reports of Condition and Income (Call Reports). We understand that
there may be differing views regarding the appropriate Call Report reporting of these types of products,
and, more specifically, those involving multiple client entities. As these multi-entity notional pooling
contracts are similarly structured across the institutions that offer them, this letter details our
understanding of how these products should be reported in accordance with U.S. GAAP, and on
Schedule RC-O under the Call Report instructions.

The Bank Policy Institute is a nonpartisan public policy, research and advocacy group, representing the
nation’s leading banks and their customers. Our members include universal banks, regional banks and the
major foreign banks doing business in the United States. Collectively, they employ almost 2 million
Americans, make nearly half of the nation’s small business loans, and are an engine for financial
innovation and economic growth.
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Since their inception, deposit accounts governed by a notional pooling arrangement (NPA),
regardless of whether it was executed with a single-client entity or multiple affiliated entities, have been
recognized as a single contractual arrangement and have been reported by firms as a single unit of
account on the balance sheet of the relevant bank legal entity. This reporting is required under U.S.
GAAP, and given the alighment between U.S. GAAP and the Call Report instructions, has been treated
consistently on Schedule RC-O. It is also consistent with the advice that we understand has been
received from banks’ internal and external legal and accounting advisors. In the event that the agencies
believe that the U.S. GAAP conclusion is not consistent with Call Report requirements related to NPAs,
and more specifically, multi-entity notional pooling arrangements (MNPAs), we welcome the
opportunity to discuss their views in more detail. Given the similarities in these multi-entity contracts
across institutions, and also because U.S. GAAP requirements related to combining contracts are the
same when there is a single legal entity counterparty or multiple affiliated counterparties, it would be
beneficial for institutions to receive public, written clarity on the source of different views, including the
U.S. GAAP support, to ensure that all institutions receive the same guidance concurrently.

Specifically, if the agencies determine that negative deposit account balances within NPAs are to
be reported separately as assets on the Call Reports, the reporting instructions for Schedule RC-O should
either be revised to acknowledge the RAP-GAAP difference and that the treatment is limited to Schedule
RC-0O, or alternatively to accommodate an adjustment, preferably in a separate line item, to average
consolidated total assets as determined by U.S. GAAP to reflect the reclassification of such negative
deposit account balances as assets. Further, as any such determination would be a significant change
from current reporting practices, it should be subject to public notice and comment in accordance with
the procedural requirements under the Administrative Procedure Act and Paperwork Reduction Act and
applied on a prospective basis.

It is important for all participating agencies to have the same understanding as to how these
products should be reported, as well as the potential implications of such decisions beyond Schedule RC-
O. If the banking agencies determine that the single unit of account accounting principle within U.S.
GAAP does not apply to NPAs or is inconsistent with statutorily specified supervisory objectives, the
banking agencies should specify what accounting principle within U.S. GAAP applies to NPAs and
prescribe this other accounting principle that would require classification of negative account balances
within NPAs as assets for regulatory reporting purposes, and revise all affected regulatory report
instructions accordingly. In the absence of further written clarification, firms should be permitted to
continue with their current reporting practice, consistent with U.S. GAAP and with any legal and
accounting advice received from their internal and external advisors.

I Notional Pooling: A summary

Notional pooling products have existed since the late 1980’s as cash management solutions
offered by banks to their customers, including multinational customers, for deposit accounts outside of
the U.S. For the bank’s clients, notional pooling allows them to benefit from reduced working capital
requirements (i.e., reduced reliance on bank borrowing), increased visibility of their cash positions, and
optimal use of account credit positions to self-fund cash deficits, as the combined deposit accounts are
treated as a single cash position without the requirement to physically move funds between multiple
accounts.

While the notional pooling products offered by different firms may vary, generally these
arrangements are created through the execution of an NPA that governs the arrangement between the
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bank and its customer, including any of the customer’s affiliates that may be party to the arrangement,
either at conception or through acceding into the arrangement at a later date. All deposit accounts must
be in the same jurisdiction and provided by the same (single) legal entity or branch of the bank where
the notional pool is located. In the case of MNPAs, the deposit accounts are further bound together
through the execution of cross guarantees or equivalent mechanisms designed to accomplish the same
effect (i.e., joint and several liability). A MNPA contains certain mandatory provisions, including (i)
provisions establishing a mutuality of obligations, whereby each participant in the notional pool is jointly
and severally liable for its own and any other pool participant’s obligations to the bank, including costs,
expenses and legal fees of the other participants (up to the amount of their credit balance on the
account(s) of such entity which participate within the notional pool), and (ii) the bank’s right to set off
credit balances and debit balances across participating deposit accounts regardless of entity (i.e. on a
multi-entity basis), on both a pre- and post- insolvency basis. Importantly, the NPAs (including MNPAs)
have the effect that deposit accounts of the customer and its affiliates will be managed and governed as
a single account, resulting in a single obligation to the bank derived from the combined basis of the
accounts, in accordance with the contractual terms. Thus, the bank is not required to pursue claims
against individual overdrafts when there is an overall positive balance in the pooled accounts.

While the deposit accounts included within an NPA may be originated separately, the
establishment of the notional pooling arrangement (both the single-client entity and MNPA) is
effectively a contemporaneous consolidation of the accounts. This is because once the NPA is executed,
the combined accounts are managed and governed as a single account, as outlined below:

e Risk: The risks associated with the participants’ deposit accounts are managed by the bank on a
combined basis. Furthermore, negotiations related to the arrangement are performed with the
pool agent and client contact occurs at that level, with the pool agent (generally, the client
treasury entity) acting as agent for each affiliate. There is one overdraft limit that applies to the
entire client relationship, further supporting that the risk is managed as a single unit.

e Economics: The pricing of the NPA is determined based on the total pool composition. The
economics of the arrangement would be significantly different if pricing were made based on
the sum of all entities versus the group. In other words, interest is calculated and credited, or
fees are charged, based on the combined balances of the pooled accounts. Under the NPAs, the
clients are not required to transfer cash between deposit accounts to settle a negative balance
and avoid overdraft fees because the bank has the right to combine a negative balance with any
positive balance. If following this combination of accounts the combined balance is negative,
the bank has to the right to legally claim such negative balances which, at that point, would be
an extension of credit and would be reportable as such on the Balance Sheet and thus, captured
on Schedule RC-0. An overdraft rate would only be charged in the event of a combined negative
balance.

e Treatment of account balances: Following execution of the NPA, for all purposes, the
outstanding balance is the combined balances of all the accounts. That is, positive and negative
account balances for accounts covered by the pooling arrangement are combined to determine
the overall account balance. Importantly, if the combined balance is positive, the customer is
not considered to be in an overdraft position even if a component account is negative and
would otherwise, if viewed by itself, be in an overdraft position. Given the terms of these NPAs,
banks manage these accounts on a combined basis and their underlying systems follow this; to
do otherwise would be cumbersome and inconsistent with the legal agreement.
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Il. Reporting of Notional Pooling on the Call Report

A. Current Reporting Practices on the Call Report

Given the structure of these products, historically, firms have treated the deposit balances of
accounts that participate within notional pools as liabilities or negative deposit balances and therefore
are not required to report them in line item 4 of Schedule RC-O of the Call Report unless the combined
balance for the accounts subject to the NPA is negative. The instructions for this line item require firms
to report their average consolidated assets for the calendar quarter in accordance with the instructions
for Schedule RC-K — Quarterly Averages. Schedule RC-K’s instructions define average total assets as the
averages for the bank’s total assets as defined in Schedule RC — Balance Sheet. The Balance Sheet is
prepared in accordance with U.S. GAAP, which is consistent with the general instructions of the Call
Report that state that “[f]lor recognition and measurement purposes, the regulatory reporting
requirements applicable to the Call Report shall conform to U.S. generally accepted accounting
principles (GAAP) as set forth in the FASB’s Accounting Standards Codification.”?

The glossary of the Call Report instructions is clear that “overdrafts” must generally be reported
as assets, stating that “[a]ny overdraft, whether planned or unplanned, is an extension of credit and is to
be treated and reported as a “loan” rather than being treated as a negative deposit balance.”? The Call
Report instructions define an “overdraft” as “an extension of credit.” The term “loan or extension of
credit” is, in turn, defined in 12 CFR §32.2 as a “direct or indirect advance of funds to or on behalf of a
borrower based on an obligation of the borrower to repay the funds or repayable from specific property
pledged by or on behalf of the borrower.”* As such, where the banks provide an advance to an account
holder by means of an overdraft on an individual deposit account, it is clear that the banks would have
made an “extension of credit” and an “overdraft” for purposes of the Call Report instructions and such
balance would be reported in line item 4 of Schedule RC-O. However, the negative client balances
applicable to a particular deposit account under NPAs do not constitute “overdrafts,” as defined in the
Call Report Instructions, unless the combined balance for the NPA is negative. As a result of the legal
documentation governing NPAs, for economic and accounting purposes, the negative account balances
that arise under the NPAs in question do not represent advances from the banks to the account
holder. In the case of MNPAs, negative deposit balances effectively represent advances from one
affiliated company party to the pooling agreement to another affiliated company party to the
agreement.

This view is also reflected in the U.S. GAAP accounting treatment of these combined balances as
a single “unit of account”, as discussed in more detail in Section IIl.A. In relevant part, the determination
of the appropriate unit of account is based on whether a contract is freestanding. A freestanding
contract is one that is entered into either “separately and apart from any of the entity’s other financial
instruments or equity transactions” or “in conjunction with some other transaction and is legally
detachable and separately exercisable.” Deposit accounts under an NPA would not be considered to be
freestanding as they are entered into in contemplation of the NPA and the deposit accounts themselves

2 FFIEC, Call Report instructions at 14.
3 Id. at A-98.
4 12 CFR 215.3.
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are not detachable or separately exercisable. As a result, deposit accounts under an NPA should be
treated as a single “unit of account” under U.S. GAAP.

Since the deposit accounts are treated as a single unit of account, negative individual deposit
account balances that arise under the MNPAs in question are not “overdrafts,” as defined in the Call
Report instructions, as there is no obligation from the accountholder to the bank so long as the overall
account balance is positive. Therefore, banks should not be required to report such balances as loans
and should instead be permitted to continue combining the balances of all the deposit accounts within
the MNPA and reporting that combined balance as deposit liability unless the combined balance is
negative.

B. To the extent that the agencies determine that these negative deposit account
balances that participate within NPAs are “overdrafts,” the Call Report instructions
should permit the recognition of notional pooling across legal entities as a bona fide
cash management arrangement.

As U.S. GAAP requires that the deposit accounts under an NPA (or MNPA) be treated as a single
unit of account, so long as the overall account balance is positive, it is clear that any negative deposit
account balances should not be considered “overdrafts.” As the deposit accounts would be considered
as a single unit of account, the Call Report instructions pertaining to cash management agreements
would not be applicable, as they are only relevant when determining how to apply netting across
multiple accounts. However, even if the agencies were to disagree with the determination as to a single
unit of account and were to consider negative deposit account balances within NPAs as “overdrafts”, we
believe the documentation governing NPAs (and MNPAs) should be considered bona fide cash
management agreements and therefore permit the combination of “overdrafts” with positive account
balances across entities.

The Call Report instructions related to cash management agreements state that “[f]or reporting
and deposit insurance assessment purposes, transaction accounts of affiliates and subsidiaries of a
parent company that are separate legal entities may not be offset because accounts of separate legal
entities are not permitted within a bona fide cash management arrangement.”> Accordingly, it appears
that any prohibition of notional pooling across legal entities would be premised on the general
assumption that such arrangements would generally not constitute a bona fide cash management
arrangement. However, where such arrangements do in fact constitute a bona fide cash management
arrangement, the prohibition on recognizing notional pooling across legal entities should not apply.

The Call Report instructions note that “a written cash management agreement, signed by both
the customer (a single legal entity) and the reporting bank, accurately maintained and incorporating
[certain] information, will be acceptable evidence of a bona fide cash management arrangement.”® The
documentation must include “the terms and conditions surrounding the management of the accounts,
and must also clearly show that both the customer and the reporting bank have agreed to such terms
and conditions. These terms and conditions must clearly indicate the understanding that payments from
one account will be honored as long as a combined credit balance exists within the group of related
transaction accounts taken as a whole and maintained in the same right and capacity.”” The

5 FFIEC, Call Report Instructions at A-25.
6 Id. at A-14a.
7 Id.
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documentation associated with both single client entity and multiple client entity NPAs include all of this
required information and therefore should be viewed as “bona fide cash management arrangements”
for purposes of the Call Report instructions. Additionally, these notional pooling products are all offered
under well established and generally standard legal agreements and have long been recognized as valid,
including by public company auditors. Furthermore, as seen in Section Ill, from a U.S. GAAP perspective,
there is no distinction in treatment between single-entity and multi-entity NPAs.

In considering the deposit accounts subject to an MNPA, it is also significant that the parties are
jointly and severally liable for the balances. In considering the “bona fide cash management
arrangement”, the definition includes that the terms “right” and “capacity” relate to the form of legal
ownership. As a result of the joint and several liability, there is not a distinction as to ownership of these
deposit accounts among the MNPA participants. While the definition includes the discussion of “single
legal entity,” this limitation does not exist under U.S. GAAP, as U.S. GAAP requires entities to combine
contracts executed with related party counterparties when certain conditions are met, as detailed in
Section Ill below. In other words, while the instructions to Schedule RC-E limit the combined
presentation of deposit accounts under an NPA only to arrangements executed with a single legal entity
counterparty, U.S. GAAP does not make a distinction that the number of counterparties to an NPA
should affect the accounting treatment for the arrangement.

For these reasons, the MNPAs offered by banks are “bona fide cash management
arrangements,” and should be construed as such, and therefore it should be permissible to combine any
“overdrafts” arising out of such arrangements with the positive deposit balances and report the
combined balance as a deposit liability unless the combined balance is negative.

M. Application of U.S. GAAP to NPAs

Since the establishment of these products, firms have been reporting balances of single-entity
and multi-entity notional pooling arrangements as a single unit of account, consistent with a legal
review of the relevant NPA. This treatment is also required by U.S. GAAP, in particular by the concepts
in Accounting Standards Codification® (ASC) Section 606 and FASB Concept Statement No. 8 which do
not require single-entity and multi-entity NPAs to be accounted for differently. In fact, to do so would
be inconsistent with U.S. GAAP.

A. Definition of A Unit of Account

The ASC Master Glossary defines a “unit of account” as the level at which an asset or a liability is
aggregated or disaggregated in a Topic for recognition purposes. Under U.S. GAAP, the determination of
the unit of account for an item is generally based on whether a contract is freestanding. A freestanding
contract is one that is entered into either “separately and apart from any of the entity’s other financial
instruments or equity transactions” or “in conjunction with some other transaction and is legally
detachable and separately exercisable.”® While the deposit accounts governed by an NPA (whether
single-entity or multi-entity) may have acceded into the notional pooling structure separately, from a
timing perspective, they are created in contemplation of the NPA and therefore the accounts that

8 The FASB Accounting Standards Codification is the source of authoritative generally accepted accounting
principles (GAAP) recognized by the FASB to be applied to nongovernmental entities.

° ASC Master Glossary and ASC 480.
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participate within the NPA do not meet the criteria for “separately and apart from any of the entity’s
other financial instruments or equity transactions.” An account may be removed from the notional
pooling structure upon request of the customer, subject to the mechanics within the NPA. Once
removed, the account can no longer benefit from the notional pooling arrangement.

Looking next to the issue of whether the deposit accounts of an NPA would be considered
“legally detachable and separately exercisable.” Central to the argument for determining if a financial
instrument is detachable is transferability, as in order for an instrument to be detachable, it must be
able to be freely transferred separate from a host contract. The legal documentation covering NPAs
(including MNPAs) does not provide for the transferability of deposit accounts covered by the NPA,
which further supports the intent for these accounts to function on a collective basis. While it is possible
for an affiliate that has a deposit account to exit the MNPA, any such ability would be subject to
executing additional documentation and a notice period.

Further, how the accounts are governed and operated is another strong indicator as to how
these arrangements should be reported. As noted above, the deposit accounts under an NPA are all
combined and governed as a single account. The risks associated with the relevant deposit accounts are
managed on a combined basis, and, in MNPAs, client contact, and negotiations associated with the
agreements are performed with the pool agent. Additionally, pricing is determined based on the total
pool composition. Similarly, any overdraft limit applies to the combined balance of the deposit accounts
in the pool and not with respect to any individual deposit account subject to an NPA. This management
and operation of the notional pools taken together with the fact that notional pools do not fit into the
definition of freestanding, lends credence to current reporting practices and treatment as a single unit
of account.

Additionally, treating these deposit accounts under an NPA (both single entity and multi-entity)
as a single unit of account is consistent with section 6.5.1.1 of PwC’s Financial Statement Presentation
guide. Specifically, the guide notes that “[u]lnder a notional pooling arrangement, the balances of all
bank accounts subject to the arrangement are combined into a single unit of account for purposes of
determining the balance on deposit under the terms of the agreement. Accordingly, the bank accounts
of certain subsidiaries in the notional pooling arrangement are allowed to be in an overdraft position if
the bank accounts of other subsidiaries in the notional arrangement have aggregated deposit positions
in excess of the aggregated overdraft accounts.”° Here again, it is clear that overdrafts and deposits
subject to a notional pooling arrangement should be combined and treated as a single unit of account,
regardless of whether the arrangement is with a single entity or with multiple client entities.

B. ASC Topic 606

While the scope of ASC Topic 606 does not specifically address financial instruments, the
fundamental conceptual basis for combining contracts under that guidance further supports combining
deposit accounts within an NPA as a single unit of account.

10 PW(C, Financial statement presentation guide (partially updated May 2022) at chapter 6.5.1.1, available at
https://viewpoint.pwc.com/dt/us/en/pwc/accounting guides/financial statement /assets/pwcfinlstmtpr

esentn0522.pdf.
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ASC 606-10-25-2 requires an entity to combine two or more contracts entered into at or near
the same time with the same customer (or related parties of the customer) and account for the
contracts as a single contract if one or more of the following criteria below three criteria are met:

a. The contracts are negotiated as a package with a single commercial objective.

b. The amount of consideration to be paid in one contract depends on the price or performance of
the other contract.

c. The goods or services promised in the contracts (or some goods or services promised in each of
the contracts) are a single performance obligation in accordance with paragraphs 606-10-25-14
through 25-22.

Although the accounting guidance only requires contracts to meet one of the above criteria,
notional pooling arrangements (both single-entity and multi-entity) meet all three. With respect to
criterion (a), the deposit accounts within an NPA are effectively re-negotiated as one package with a
single commercial objective of determining the interest that will be paid or overdraft fees that will be
charged on the combined balance. Regarding criterion (b), the deposit accounts governed by NPAs
operate and are managed by firms on a combined basis, with the express purpose of determining the
consideration to be paid under the NPA based on the performance of the combined accounts (e.g.,
interest is paid on the combined deposit balance or overdraft fees are charged on the combined
overdraft balance).

The requirement in criterion (c) that the goods or services promised in the contracts are a single
performance obligation is also met under the terms of NPAs. ASC 606-10-25-14 requires that at contract
inception, an entity assess the goods or services promised in a contract with a customer and identify as
a performance obligation each promise to transfer to the customer either a good or service (or a bundle
of goods or services) that is distinct or a series of distinct goods or services that are substantially the
same and that have the same pattern of transfer to the customer. Additionally, ASC 606-10-25-16 notes
that “the promised goods and services identified in a contract with a customer may not be limited to the
goods or services that are explicitly stated in that contract. This is because a contract with a customer
also may include promises that are implied by an entity’s customary business practices, published
policies, or specific statements if, at the time of entering into the contract, those promises create a
reasonable expectation of the customer that the entity will transfer a good or service to the customer.”
An MNPA combines deposit accounts as a result of the cross guarantees, as discussed in Section | above,
which make each participant in the notional pooling arrangement jointly and severally liable for every
pool participant’s obligation to the bank, including costs, expenses and legal fees of the other
participants up to the amount of their credit balances. Consistent with this, the deposit accounts within
the arrangement are managed on a combined basis, and the bank has a single performance obligation
under the MNPA to pay interest or charge overdraft fees, based on the combined balance of the
underlying deposit accounts.

Given the foregoing, it is clear that under U.S. GAAP, all deposit accounts that are governed and
priced based on an NPA must be combined and accounted for as a single contract and single unit of
account by the bank entity that is party to those arrangements, regardless of whether the NPA was
executed with a single counterparty or a group of related counterparties.
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C. FASB Concept Statement 8.

In determining the appropriate treatment of NPA balances under U.S. GAAP, banks also
considered whether treating the deposit accounts as separate units of account (e.g., overdrafts and
deposit liabilities versus one combined deposit liability), would result in the accounts with negative
balances meeting the definition of an asset in Statement of Financial Accounting Concepts (Con) No. 5
Recognition and Measurement in Financial Statements of Business Enterprises (Con 5). Con 5 states
that to be recognized in financial statements, a resource must meet the definition of an asset, and an
obligation must meet the definition of a liability.!* FASB Concept Statement No. 8 contains the definition
of an asset and states that assets have the following two essential characteristics:

a. lItisa present right.
b. The right is to an economic benefit.

The combination of those two characteristics allows an entity to obtain the economic benefit
and control others’ access to the benefit. A present right of an entity to an economic benefit entitles the
entity to the economic benefit and the ability to restrict others’ access to the benefit to which the entity
is entitled.

Paragraph E19 to Con 8 further notes: “[e]ssential to the definition of an asset is a right to an
“economic benefit”—the capacity to provide services or benefits to the entities that use them.
Generally, in a business entity, that economic benefit eventually results in potential net cash inflows to
the entity.” For the NPA deposit accounts with a negative balance while the overall balance is net
positive, there would be no associated cash in-flows as the aggregate legal obligation across the
arrangement is the combined balance of the accounts. As these accounts are liable, in the aggregate, on
a combined basis, the negative balance is deemed not to exist from an accounting perspective as long as
there are positive balances in the other accounts that offset the negative balance. This is contrary to
typical overdrafts where the amount recognized is considered an amount due from the client that will
be subsequently recovered. Therefore, a bank does not have the right to an “economic benefit” as a
result of a negative balance in a deposit account subject to an NPA and simply has a smaller obligation
to the counterparty. These Concept Statements therefore further support the conclusion that the
balances under the NPA (both single-entity and multi-entity) should be reported as a single unit of
account. Importantly, the conclusion is also consistent with the intent of financial statement reporting
to provide information to investors, lenders, creditors, and others to allow them to make decisions
about whether to commit resources to the reporting entity. Since the bank’s rights to all elements of
the MNPA are, for practical purposes, on a combined basis, grossing up the balances on the balance
sheet would overstate assets and liabilities and mislead users into believing the firm had loans that do
not exist for any deposit account within an NPA in an overdraft position, as the bank does not have a
claim on the depositor if the overall account balance is positive.

u FASB, Statement of Financial Accounting Concepts No. 5 (as Amended December 2021) at paragraph 64,
available at https://www.fasb.org/Page/ShowPdf?path=Concepts Statement 5 As Amended.pdf.
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Iv. The treatment of notional pooling products has been extensively reviewed by internal and
external legal and accounting advisors.

The products governed by NPAs are structured and designed taking into account firms’ legal and
regulatory requirements, as well as relevant accounting requirements and standards. For regulatory
reports, firms use the information available through the reporting instructions and accounting guidance
under U.S. GAAP. Further, the contracts associated with NPAs have been extensively reviewed by banks’
internal and external legal counsel. Many firms have sourced legal opinions regarding these products
from external counsel within the jurisdiction of incorporation of each company participating in the
notional pool, confirming the enforceability of the bank’s contractual rights and its ability to set-off
credit against debit balances of the participating entities on both a pre- and post- insolvency basis.
Additionally, the financial statements and regulatory reports that include these products have been
completed in accordance with the requirements put forth by FASB (and thus the SEC), who are
responsible for setting and enforcing U.S. GAAP. As such, the documentation associated with these
products has been reviewed both internally at firms by accounting policy, legal, and regulatory teams, as
well as externally by third party auditors and by supervisors and examiners in the context of required
submissions.

Call Report instructions around this reporting have been unchanged for years and firms’
reporting practices related to these notional pooling products have remained constant. We understand
that the current accounting and reporting treatment of these products has been thoroughly assessed by
firms and examiners alike, and as needed by their advisors and auditors. To the extent the agencies have
a different view with respect to the appropriate reporting treatment for these arrangements, such views
should reflect the consensus of those agencies with purview over the Call Reports and be made public
and subject to notice and comment. This is particularly important as any such determination would run
counter to banks’ longstanding established practices that were developed in accordance with guidance
from internal and external advisors and could have significant additional implications.
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The Bank Policy Institute appreciates the agencies’ consideration of the comments contained
herein and welcomes the opportunity for a meeting to discuss them further. If you have any questions,
please contact the undersigned by phone at 347-237-7368 or by email at Brett.Waxman@bpi.com.

Respectfully submitted,

bt

Brett Waxman

Senior Vice President and

Senior Associate General Counsel
Bank Policy Institute

cc: Doreen Eberley
Harrel Pettway
Sheikha Kapoor
Shannon Beattie
Donna Saulnier
Jason Diedrich
Keturah Baptiste
Federal Deposit Insurance Corporation

Michael Gibson

Mark Van Der Weide

Lara Lylozian

Board of Governors of the Federal Reserve System

Benjamin McDonough

Grovetta Gardineer

Amrit Sekhon

Amanda Freedle

Nicholas Geosits

Christine Salvato

Office of the Comptroller of the Currency
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